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TD REALTY INVESTMENTS 


FINANCIAL HIGHLIGHTS For The Years Ended December 31 


For The Year 1977 1976 
Earnings available for distribution... .... $ 6,694,000 $ 6,055,000 
Per trust unit: 
Netincome after appropriations ...... $2.71 $2.49 
Pistibuticnsas 2 ae Se aereneee es $2.70 $2.48 
Return on unitholders’ equity.......... 11.4% 10.6% 
At Year End 


Investment commitments: 


PAR CGhie a ua coh athena, Daten Ree ry $191,100,000 $203,860,000 
WOT) 99 [ol Paes Rene gr ncn? ene Pease 49,993,000 28,434,000 
ORG Scere sath et eota F ncareg one os a $241 ,093,000 $232,294 ,000 


Market Price* of Units and Distributions Paid 


Unit Price Distributions 
Quarter Ending High _Low Paid 
1977 
DECETIDSLS Ii te, ce wiciaei tabee: detec hig $25% $232 Neon Ae) 
Seplemberse Wot ac eee ee 24% 23% .68 
SONG QOL s es eee eee Ene Sake, 25 21% 64 
IMGKCIiS fore teat. eect an ee ate ee 26% 24% 63 
$2.70 
1976 
Decenben3le* & aie Sie ee... $25 $22 v2 $ .69 
September sl See ee ee ee 25% 22% .63 
RU goad mae ha cs terse oe eee 25% 23% hoy 
Marchc tometer eee ere eee: 282 202 59 
$2.48 


* Market price according to Toronto Stock Exchange. 


es Distribution paid in January to December 31 unitholders. 


TD REALTY INVESTMENTS 


PRESIDENT’S REPORT 


During 1977, the Trust enjoyed a satisfac- 
tory year with record high earnings avail- 
able for distribution of $6.7 million. Distri- 
bution to unitholders of $2.70 per trust 
unit in 1977 was the second highest to 
date and was reduced due to dilution 
caused by the exercise of warrants prior to 
expiry, and the conversion of 1972 Subor- 
dinated Convertible Notes. These results 
were achieved during a serious slowdown 
in the commissioning of large new com- 
mercial and industrial projects across 
Canada. 


Outstanding loans at year-end were $191 
million, or 6.3% below the previous year- 
end. This resulted from paydowns during 
the final quarter of about $30 million which 
were not sufficiently offset by new loan 
advances. However, unfunded com- 
mitments at the same date were up 76% at 
$50 million, a reasonable portion of which 
should be drawn in the first quarter of 
1978. In spite of large prepayments 
expected in this first quarter, new fundings 
are likely to restore total outstanding mort- 
gages to the year-end level by the end of 
March. For the balance of the year, we 
might anticipate net growth of not less 
than $50 million in our assets. This objec- 
tive is challenging but is, we believe, 
attainable. 


The high level of maturing loans each year 
reflects the relatively short-term nature of 
the Trust’s portfolio and, indeed, $61 mil- 
lion of the present portfolio becomes due 
in 1978. Every effort will be made to renew 
these maturing mortgages at appropriate 
Current rates and we are optimistic that 
most will remain with the Trust. 


During the year, the Trust declared to its 
unitholders that one group borrowing 
about $6 million was not able to meet its 
committed interest payments. The under- 
lying security was largely represented by 
undeveloped land in the Montreal area, 
and as its value and liquidity could not be 
established with reasonable certainty, the 
Trust required the sponsors to fully secure 
and margin the Trust. Additional security 
has now been lodged which we believe 
adequately supports the outstanding prin- 
cipal and on-going interest, the rate for 


which was negotiated slightly downward 
as part of the overall financial arrange- 
ment. We do not expect significant reduc- 
tions in these mortgage loans during 1978 
although we anticipate that the sponsors 
will be able to pay interest in addition to the 
$25,000 committed each month. 


As outlined in Note 1(d) to the Trust’s 
financial statements, the Trust has modi- 
fied the policy, adopted in 1976, under 
which a reserve for possible future 
investment losses is being established by 
appropriations from undistributed income. 
In the fourth quarter of 1977, the Trust 
established for the full year an allowance 
for losses on its investments which was 
provided by charges against income. It 
should be noted that the 1977 provision 
for losses does not include a specific pro- 
vision for the non-accrual mortgage loans. 
Such a specific provision is not felt neces- 
sary, for the reasons given above. 


We continue to finance most of our 
investments through sale of commercial 
paper on which the spreads on average in 
1977 were not dissimilar to prior years. In 
order to lengthen the term of our debt and 
better relate to our holdings of fixed rate 
mortgages, we will be offering in the pri- 
vate placement market a new 2 to 7 year 
debt instrument. The cost of obtaining 
such medium term funds will prove some- 
what greater than funding by way of com- 
mercial paper, and we intend to approach 
this market for only relatively modest 
amounts during 1978. 


TD Realty Investments was the first Real 
Estate Investment Trust created in Canada 
and its Adviser is The Toronto-Dominion 
Bank, whose network of domestic 
branches is an important source of new 
business. We intend to exploit this impor- 
tant business development tool and, in 
addition, increase the lending skills of the 
Trust’s investment portfolio management 
personnel whose numbers have been 
recently increased. There is little doubt 
that the Trust’s personnel comprise one of 
the most capable and conservatively 
aggressive lending groups in the industry. 


In the absence of major new construction 
projects on the horizon, the Trust will have 


to rely for most of its new business in 1978 
on refundings of maturing mortgages, refi- 
nancing of updated or enlarged proper- 
ties, or financing of acquisitions. Terms 
and conditions of each mortgage loan 
must be tailored to suit particular circum- 
stances and, by innovative and imagina- 
tive structuring, the Trust can supply a 
meaningful service to potential borrowers. 
We will continue to ensure that the Trust’s 
portfolio remains well balanced as to type 
of supporting assets and geographical 
locations and the quality of the Trust's 
mortgage portfolio will not be com- 
promised. We are optimistic that new 
levels of fundings and earnings can be 
achieved by following a skillful and 
aggressive lending policy. 


At June 30, 1977, Mr. G. E. W. Hemmans 
retired as a Vice-President of The Toronto- 
Dominion Bank, the Adviser to the Trust. 
Concurrently, he resigned as President 
and General Manager of the Trust but has 
continued as a Trustee and, under his 
guidance, a sound portfolio of mortgages 
has been assembled on which we hope to 
build. 


| would like to express my personal appre- 
ciation to the staff and Trustees for their 
assistance during my initial months as 
President. By continuing to work closely 
together and with a positive attitude 
towards, and creative assessment of, 
investment opportunities, we are con- 
fident the Trust will prosper. 


William C. Poole 
President and General Manager 


INVESTMENT POLICY AND OBJECTIVES 


The objective of TD Realty Investments is 
to develop a portfolio of mortgage and real 
estate investments for its unitholders that 
will meet three fundamental requirements: 


1) Quality security, 
2) A satisfactory rate of return, and 
3) Long term capital appreciation. 


To best meet all the tests, diversification is 
important and the Trust is in a favoured 
position through having as its Adviser, The 
Toronto-Dominion Bank which by virtue of 
its more than 980 Branches across 
Canada is in a position to be a significant 
source of loan applications of all types 
across the country. These facilities will be 
used to the full to further the interest of the 
Trust. 


The geographic diversification of the 
Trust’s total investment commitments as at 
December 31 over the last three years has 
been as follows: 

1977. 1976 1975 


@Mtanlotente secre. 70.1% 69.6% 67.3% 
British Columbia . . 9.4 One me 
Quebec =... 2. 8.2 iS) 8.8 
AIDC Itai rast 7 Tee Sao: 3.6 
Manitoba ....... ee thes! 1S, 
Saskatchewan ... 1.8 1.9 1.8 
Northwest 

ATMOS: FS 6 — — 
Atlantic Provinces . e al — 
OKC Svcs itica ie sus = 8 10 


The following is representative of the types 
of loans and investments the Trust seeks: 


Residential Mortgages 


The Trust intends that residential mort- 
gages will continue to hold an important 
position in its portfolio. Such loans may be 
either N.H.A. or conventional mortgage 
loans on single or multiple family units of 
all types. To date, the single family hous- 
ing mortgages have been purchased in 
blocks from the Adviser. 


Mortgage Loans on Income-Producing 
Property 

Loans have been made to provide term 
mortgage financing on a broad range of 
commercial and industrial properties, 
such as shopping centres, office build- 


ings, warehouses, manufacturing facil- 
ities, apartments and hotels. These 
investments are secured by first mort- 
gages on the properties with loan to value 
ratios normally up to 75%, but ratios in 
excess of this figure will be considered if 
either the excess is insured, the financial 
responsibility of the parties concerned is 
undoubted, or the property itself has spe- 
cial characteristics which tend to enhance 
its long term value. 


Development Mortgage Loans 


Medium term loans will be made to assist 
financing the acquisition of unimproved 
land and the cost of converting it into serv- 
iced lots where we are satisfied the lots 
can be brought to market within a rela- 
tively short time and a market exists for the 
finished product. 


Construction Mortgage Loans 


By itself and in conjunction with the 
Trust's Adviser, TD Realty Investments is 
actively participating in construction loans 
On numerous types of developments 
including residential, commercial and 
industrial properties. 


Standing Loans 


This is a medium term mortgage financing 
against newly completed projects and is 
designed to give the developer a period of 
time to lease the premises and arrange 
long term financing based on economic 
values. Developers are often anxious to 
““‘mature”’ their investments before seek- 
ing term mortgage commitments and in 
conjunction with construction mortgage 
loans, the Trust can play an imaginative 
and useful financing role. 


Wrap-around Loans 


The Trust is prepared to make investments 
in wrap-around mortgages when a prop- 
erty’s value justifies making an additional 
loan subject to an outstanding prior mort- 
gage and when it is not possible or desir- 
able to retire the prior encumbrance. The 
principal amount of the wrap-around loan 
is equal to the outstanding balance under 
the prior mortgage and the amount of new 
money required and normally, as holder of 
the wrap-around mortgage, the Trust 


would assume responsibility for payments 
required under the prior encumbrance. 


Second Mortgage Loans 


As with wrap-around mortgages, the Trust 
is prepared to grant a second mortgage 
when a property's value justifies an addi- 
tional encumbrance and when it is not 
possible or desirable to retire the prior 
mortgage. 


Real Estate Equity Investments 


The Trust seeks equity investments in real 
estate projects which show promising 
income producing capabilities. This phase 
of the Trust’s business is to receive 
increasing attention in the current year. 


The diversification as to type of the Trust’s 
total investment commitments as at 
December 31 for the last three years has 
been as follows: 

1977 1976 1975 


Commercial ..... 36.4% 40.6% 33.9% 
Residential ...... DiS\le) AS) AAO, 
Land and 

development... 20.9 206 23.5 
IMCUSti al Meese cee: 16:9 Smee. Go wnloro 
SOWIE SS a Galle oe — rt J 


TD REALTY INVESTMENTS 


FINANCIAL REVIEW OPERATING RESULTS 


Return (after appropriations) on Average Unitholders’ Equity 


The Trust’s return (after appropriations) 
on average unitholders’ equity increased 
from 10.6% to 11.4 % during the year. 
For the last four years, the Trust's return 
on equity has been greater than 10%. 


Return on average equity is the product 
of both return on assets and leverage of 
debt to equity. While the return on aver- 
age funded investments remained 
unchanged in 1977 compared to 1976, 
the average leverage of debt to equity 
increased. 


1973 1974 1975 1976 1977 4th 1st 2nd 3rd 4th,.1st 2nd 3rd 4th 
1975 1976 1977 
Quarter (Annualized Rate) 


Income Distributions Declared and Net Income After 
Appropriations - Per Trust Unit 


Income distributions per trust unit 

declared to the unitholders in 1977 were 
$2.70, an increase of 8.9% compared to BB Net income after Appropriations Per Trust Unit 
1976, and the second highest distribu- 


tion in the history of the Trust. a Income Distributions Declared Per Trust Unit 


Net income after appropriations per trust 
unit in 1977 was $2.71 based on the 
weighted average number of trust units 
outstanding during the year of 
2,470,719. These figures represent 
increases of 8.8% and 1.6%, respec- 
tively, over 1976. 


Figures for income distributions per trust 
unit and net income after appropriations 
per trust unit differ sometimes because 
the former is based on the number of 
units outstanding on the distribution 
record date, whereas the latter is based 
on the weighted average number of trust 
units outstanding during the year. 


Gross income for 1977 increased slightly 
over the previous year to $21.4 million, 
up 1.2% over 1976. Gross income 
increased due to the full impact of a 
block of $17 million of high yielding 
single family residential mortgages pur- 
chased in mid 1976 anda 10.2% 
increase in average funded investments, 
offset by the impact of a full percentage 
point decline in the yield on that portion 
(over 50%) of the Trust’s fundings which 
fluctuate with changes in bank prime. 
The floating rate loans are financed by 
short-term borrowings whose costs also 
move with changes in bank prime. 


A part of the increase in gross income 
resulted from the increase in bonus inter- 
est. Although the receipt of fee income 
can continue to be expected as long as 
investment growth and replacements 
continue, the receipt of bonus interest 
and certain other income cannot be con- 
sidered to be recurring items even 
though varying amounts for such items 
have been received since inception of 
the Trust. 


Net interest margin as a percentage of 
average investments is the difference 
between interest income (exclusive of 
bonus interest) and interest costs divided 
by average investments. 


Net interest margins are a function of 
interest rate spread and debt to equity 
ratio. Although the average debt to 
equity ratio increased in 1977, the net 
interest margin decreased only slightly 
compared to 1976, as an increase in 
spread between the cost of short-term 
borrowings and bank prime resulted in 
an increase in interest rate spread. The 
spread between the cost of short-term 
borrowings and bank prime is critical, as 
the yield on over 50% of the Trust’s 
mortgage loans is based on bank prime. 


Gross Income 


bd Bonus Interest ical Fees and Other L] Interest Income 


$ millions 


2.8% 


5% 
v 


1.2% 
v 


5 
97.2% 95.0% 97.8% 
0) 
1973 1974 1975 1976 1977 
$ thousands 
Interest Income $7,264 $14,387 $17,656 $20,776 $20,962 
Bonus Interest _ 296 216 14 114 
Fees and Other 209 465 434 390 366 
$7,473 $15,148 $18,306 $21,180 $21,439 


Net Interest Margin as a % of Average Investments 


6.7% 


=, © a © 5.9% 
& ee 


— 4.7% 4.5% 
EER © LG 


hOMEL, 


$200.8 
agate | 


Interest Income as a % of 
Average Investments 


Cost of Borrowings as a % of 
Average Investments 


Net Interest Margin as a % of 
Average Investments 


Average Investments($ millions) 
Average Debt to Equity 


TD REALTY INVESTMENTS 


FINANCIAL REVIEW ASSETS AND LIABILITIES 


Investment Commitments 


— 


Although average funded investments 


during the year were $200.8 million com- sl Oo 
pared to $182.3 million for 1976, funded TAIT Upadvalees piencen 
investments at year-end decreased $12.8 250 


million from $203.9 million to $191.1 mil- 
lion. The decrease occurred in the fourth 
quarter due to repayment of construction 
loans upon receipt of permanent long 
term financing. Unfunded commitments 
increased $21.6 million from $28.4 mil- 
lion to $50 million. Therefore, total com- 
mitments at $241.1 million increased 
$8.8 million or 3.8% from a year ago. 


2 


Schedule 1 to the financial statements 1 
outlines the nature of the Trust’s 
investment commitments. The weighted 
average yield of the funded portion of 
commitments was 10.2% at December 
31, 1977. 


00 


150 


00 


50 


1973 1974 1975 1976 1977 


Total Commitments 
as at December 31 


($ millions) 


$143.4 $195.5 $199.4 $232.3 $241.1 


Source of Funds 


In 1977, the $1.4 million repayment of 
the floating rate senior note due 1980 
and net changes in investment fundings 
were financed with commercial paper 
borrowings and $1 million increase in 
unitholders’ equity resulting from the 
exercise of warrants prior to their expiry 
on August 15, 1977. 


| 


$ millions 
200 


50 


100 


50 


Capital Funds 
(1972 participating subordinated 
note and unitholders’ equity) 


Floating Rate 
Senior Note 
Due 1980 


LJ 


1973 1974 1975 1976 1977 
Total Source 
of Funds $98.3 $143.1 $169.1 $203.2 $189.1 
as at December 31 
($ millions) 


FIVE YEAR STATISTICAL REVIEW 


1977 1976 1975 1974 1973 
Position At Year End 
Mortgage and other real estate investments 
($000 omitted): 
ENCOUN Oliee saree nen he Miners eek Sah Dero WOO = te 20s,000! =p et 112 SAAS 867" “G90 276 
WM eCIEINCCK DOMNOM pent hk 6 bnce Sus cru A. eek wR Sas 49,993 28,434 28,328 Ses 44,169 
EOLalComumimentS iu Of Aard <a ws ea ©. Dea 00S) sh 292,294 -} .199,457." ~$- 195/452 $148,395 
Borrowings and Capital Funds ($000 omitted): 
SOOT IenmyNOLeS PaVaDIG fec4 ki eo. suc. se es me (Ol-450" 367 115.240) 3 > 76212 So 49,204" "'S> -27,861 
Roading rate senior note due 1980) . 22.5... ..05 5: 9,471 10,882 14,432 17,500 _ 
Capital Funds: 
1972 participating subordinatednote ........ 19,110 19,453 21,546 33,526 34,445 
MIRON CISC COUITY. uae as ee ee Fa 59,021 57,684 54,989 42,887 41,920 
o> 189,060) <$. 203,288; 3. 169,179 —~Srra4s th $ 985226 
Number of trustunits outstanding .............. 2,494,274 2,442,523 C907 319 1,873,248 1,334,030 
NU@MBSMORUNIINOIGEIS ie. a bk ww 8,477 8,382 8,548 9,135 9,388 
Unitnolders equity per trust unit ...6..<..50.62. $23.66 $23.62 O2399 $22.89 $22.85 
Results For The Year 
Earnings ($000 omitted): 
LS PROMI CIs sa, Sie TN ea eae ne ee BO eu ASO” 57 21 TCO. ee (8, G00; poe 1 OAS. US 7,473 
Expenses: 
SOM elm DOMOWING COSTS. fice wie ee ee 3 8,994 9,099 5,548 5,079 434 
Interest on floating rate senior note......... 901 1,180 1,630 428 — 
FACS OI MOS erate enka Aine, Keats, ose Oe 4 Sy we kat BR 1,892 L716 1,666 1,180 Vas\s: 
BLOOM MON LOSSCS? 6 ie, cb nal ois eos een cae or? —- — — — 
CAC mene Mme NN So aN or eo cok y bommca eed k 423 611 636 473 456 
MTA MOONSOSs lob tcoahia at awa he of al sks 12 FOF 12,606 9,480 7,160 1,643 
Income before interest on participating 
SUOMI ALC GMOLO.. ona A c-. Sank fon ea ho 8,652 8,574 8,826 7,988 5,830 
Interest on participating subordinated note ..... 1,915 1,954 2 oS, 35S 2,005 
INIGUTIMGCTATEY . SRR algerie eae oe a ae eae Gnorr 6,620 6,287 4,635 SY 
Appropriations to reserve for future losses ..... 43 565 _ — 
Earnings available for distribution ............ $ 6,694 § O:056" —.$ 6287- § ASS 2D SLO 
Per trust unit: 
tan Oe tn twa dori teste ug cy OUR AGI v4 Ge pd in ve S280 S24 $2.89 $2.48 S1er6 
Appropriations to reserve for future losses ... 02 123 — ae a 
Net income atierappropniations: ..=.......: ett $2.49 $2.89 $2.48 $1.76 
WiCOMECNGIDUMONG: ss ves eats eon a a kt $2.70 $2.48 $2.82 $2.48 $1.76 
Average number of trust units 
OULStAaRCINGICUTIAG Veal. 5. came cde go a ete Ul dS 2,470,719 PRE WS Pa Me) elite O35 1,866,283 1:81.1,295 
Returns And Margins 
AVETAGCUIMTEKESEIMATOIN” Ss actes daca v.s'abe a els ae 4.5% 4.7% 4.9% 4.4% 5.0% 
Average Gebl to-equity ratio. s.54 26s eee en eee es 2.4:1 Quai Ceol PA ake Ona 
ReEWiiirOnraverage INvVeEStMentc, Fin... 40 ab ten ee 3.3% 3.3% 3.9% oF % 3.8% 
Return on average unitholders’ equity .......... 11.4% 10.6% 12.8% 10.9% 7.7% 


*Exclusive of bonus interest. 
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CONSOLIDATED STATEMENT OF INCOME AND UNDISTRIBUTED INCOME 


FOR THE YEAR ENDED DECEMBER 31, 1977 
(with prior year’s figures for comparison) 


INCOME: 


lNVESTMENRLIICONIG ee.) ee ey eS cee en ee ara 
FEES ANG OUTEMINCOMIGS x nc. careers ca eae ee eae ee ree 
WOTAL NIT CO TS srs eae eee tec eae 


EXPENSES: 


short-term DOrrowing COSIS Sos e220). aa %, saree Reais eee 
Interest on floating rate Senior note: .. 2 S224 Soares en, Se ee 
Advisory-fee (Note ID) ess as er ee Seco 
Morigage servicing fee@sc sires oo-ks Wa, eR Ss Se eee 
Provision-forliosses(NOTE-TCG)) os Sac. 2. 525 eek Bega sok vase die ee eee 
Trustee fees andiexpenses: .2. - 2 Seiieae F he ee See ee ee 
OUOK (NOLS). Siw coe. 2 erate encore ea oh eaten chante en cn ANG ects ae 
FotalexpenSesinne cv ceiSt aoe hone eae a ee en 
Income before. interest on participating subordinated note... .ncs5 S- ae 1 ae ee 
latereston participating subordinated note: = ms. 2. 2 i.n a sae ere) ee 
NET INGOME-FOR: TRE YEAR? (Note 1G). seis. hrs eee ae ee 
Appropriations to reserve for future losses (Note 1(d)) ... 222. ec ew wen ee 
EARNINGS -AVAILABLE-FOR’ DISTRIBUTION = ah auiccecn tee & wate cno.ca.a tee eke sony eer erage 
Undistributed income:at beginning Ofitte Year = on. 5 4 ease soe) ae oa eee ee 


PER TRUST UNIT: 


Netincome (Note: Ga) tiie ees 8s oo) oe ee 
Appropriations to reserve for future lOSSeS: ena esr ee ee ee 
Netincome after anpropniatlons: 4.2 caso2 4 .oxee ane: ont ol eee oe ee 


IVC ORMEGTS BAD UTNOTTS race ese oo has Seiler 


See notes to consolidated financial statements. 


1977 1976 
$21,073,000 $20,790,000 
366,000 390,000 
21,439,000 21,180,000 
8,994 000 9,099,000 
901,000 1,180,000 
1,892 000 ie fl @ OOO 
277,000 249,000 

577,000 — 
41,000 38,000 
105,000 324,000 
12,787,000 12,606,000 
8,652,000 8,574,000 
1,915,000 1,954,000 
6,737,000 6,620,000 
43,000 565,000 
6,694 000 6,055,000 
200,000 200,000 
6,894 000 6,255,000 
6,694,000 6,055,000 
$ 200,000 $ 200,000 
S26 2 LE 
__.02 _ 28 
$2.71 $2.49 
$2.70 $2.48 


CONSOLIDATED BALANCE SHEET 


AS AT DECEMBER 31, 1977 
(with prior year’s figures for comparison) 


ASSETS 


LIABIL 


Short-term notes payable 


TOTALS #3. 


ITIES 


Posie ae emonnole Que IOO (NOIEZ) cast... eos sdk ew ads ee aes 
PeCOUMo pay are anc accrued GXPenSes ac. ..cc4 eke ed pe ie eb a he ee 
Seno re CO MEMChEN@OS] i, i aciglt a yk Cac s ols Wo Sade gl SS A aoe Ode ok bth meee 


Income distribution payable 


Totalliabilities . 


CAPITAL FUNDS 


1972 participating subordinated note (Note 3) 


Equity: 


Trust units (Note 4) 


Undistributed income 


Pose me Tom ciOosses( NOt ING) x As ab Ph os ae A, a eels Se Roe ew Dre 
“TOLTED So LCG UU) 6 la ORR Yo ee a 


TOTAL). 


On behalf of the Trustees: 
R. W. KORTHALS, Trustee 
W.C. POOLE, Trustee 


See notes to consolidated financial statements. 
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1976 


> 1,071,000 


$ 1,449,000 


1,696,000 2,045,000 
190,523,000 203,860,000 
$193,290,000 $207,354 ,000 
$101,458,000 $115,249,000 
9,471,000 10,882,000 
2,014,000 2,355,000 
341,000 43,000 
1,875,000 1,688,000 
115,159,000 130,217,000 
19,110,000 19,453,000 
58,213,000 56,919,000 
200,000 200,000 
608,000 565,000 
78,131,000 77,137,000 
$193,290,000 $207 ,354,000 


TD REALTY INVESTMENTS 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1977 
(with prior year’s figures for comparison) 


1S 1976 
SOURCE OF FUNDS: 
Netincome for itheyear < o.200. 0. ok cian Ba oa ee ee ee nee re $ 6,737,000 $ 6,620,000 
Add—nhon-cashittem—provision forlosSses: . <3 f4.5 scien aes Gee ieee, Seen a een eee 577,000 _ 
7,314,000 6,620,000 
Proceeds fronnissue of 1rustUnits. 2 ane a cca per psec wee a ee 1,294,000 2,130,000 
Mortgage: principal repayments iso sec hp ne eg tere eg ee 69,743,000 34,013,000 
Short-term DOMoOwiNngGs—nelav Ak exis face eee Sa fr ea _ 37,037,000 
OUNSF=etsn 0 ees BSP Secs Ds eR hw 493,000 — 
TOlaliuUNGS OrOVIdEG 595 jc Maeda ny wen sta loco tece Soe ae ee 78,844,000 79,800,000 
APPLICATION OF FUNDS: 
Mortgage loans and other realestate investments ........... 0.0... 20: ce bee eee eee 56,983,000 66,744,000 
SHOM-TENM-DOMOWINGS=Net se. vate cae oe woe asa Cea leet. nk eS ae Se ec 13,791,000 — 
INCOME-GISTTDUTIOMS: = Sore ak oS teen epee ae ome Te om ee ee 6,694,000 6,055,000 
Partial repayment of floating ratesenior notedue 1980 ............ 0.00 eee we ee te 1,411,000 3,550,000 
Reduction-ot 1972 participating subordinated note... ss.s a>]. oe ee 343,000 2,093,000 
OUTEFS MO acck ae Sere nee ae ne ae ane, Se ace ee Des 598,000 
TOLAMUNGS ADDO Fic. ven ccce tes be Cocapec wate Salem ts RU en es Cae ee 79,222,000 79,040,000 
(DECREASE) INCREASE IN CASH AND SHORT-TERM INVESTMENTS .32.2.924 ssn eee (378,000) 760,000 
Cash and short-term investments at beginningof the: year — . 9). 25 won + ck (ane 1,449,000 689,000 
CASHAND SHORT-TERM INVESTMENTS AT END'OF THE YEAR”. S:22.50.3 = 5 ese ee $ 1,071,000 $ 1,449,000 


See notes to consolidated financial statements. 


AUDITORS’ REPORT 


To the Unitholders of 
TD Realty Investments: 


We have examined the consolidated balance sheet of TD Realty Investments as at December 31, 1977 and the consolidated 
statements of income and undistributed income and changes in financial position for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In Our opinion, these consolidated financial statements present fairly the financial position of the Trust as at December 31, 
1977 and the results of its operations and the changes in its financial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Ontario 
January 12, 1978 


DELOITTE, HASKINS & SELLS 
Chartered Accountants 
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CONSOLIDATED SCHEDULE OF INVESTMENT PORTFOLIO 


AS AT DECEMBER 31, 1977 


Nature of Investment 


First Mortgages: 
Completed properties: 


NEUEN PRES IG IEC Ue a reece ares raieliegel ita Se er tene eon ee, eee ec e 
FOSIGE itl alleen Rec ee eee ne on i 
GOMMehCl alae 2 ee eae he eee et a ee eae dede 


Industrial 
Construction: 


RIGS Geel eas sat ee cv eee a Scere ek eee ree 


Commercial 
Industrial 


Junior Mortgages: 
Completed properties: 


RESTON Geena = eee eA oe Ot, ieee or ne Wee al 


Commercial 
Industrial 
Construction: 


RESIGNING Bronte ss ee ene 6 ook, Oa PR See 


Commercial 
Industrial 


Non-accrual Mortgage Loans 


MII O te eOCLOW Wax silken Se ig ptidrciet es vs 2) 0 RO es a  ee 


SON ie eit MEET Re 0, ee ona Piet eee Me ee 


1. The advanced portion of the loans matures as follows: 
1978—$61 ,033,000 
1979—$39,189,000 
1980—$21 ,947,000 


1981—$32 049,000 
1982—$19,854,000 
1983 and thereafter—$1 7,007,000 


SCHEDULE 1 
Estimated 
Weighted 
Average 
Yield Investment Commitments 
(Advanced Advanced Unadvanced 
Portion) Portion Portion Total 
10.5% $ 33,895,000 $ = $ 33,895,000 
eS 9,462,000 270,000 9,732,000 
10.0 44,030,000 21,473,000 65,503,000 
NOR 30,518,000 2,597,000 835,000 
Wiel 2,206,000 9,652,000 11,858,000 
1.4 3,770,000 Srl ore 6,885,000 
Oss 1,792,000 2,215,000 4,067,000 
ae 19,546,000 3,716,000 23,262,000 
ene 5,954,000 190,000 6,144,000 
10.7 ee 1.000 294,000 12,565,000 
LO.2 2,923,000 50,000 2,973,000 
— — 500,000 500,000 
OM 2,/75,000 166,000 2,941,000 
— — 550,000 550,000 
10.9 15,923,000 5,145,000 21,068,000 
_ 21,000 — 21,000 
ORS 185,086,000 49,993,000 235,079,000 
_ 6,014,000 _ 6,014,000 
10.2% 191,100,000 49,993,000 241,093,000 
577,000 _ 577,000 
$190,523,000 $ 49,993,000 $240,516,000 
11.1% $203,860,000 $ 28,434,000 $232,294 ,000 


2. 52% of the advanced portion of the loans have rates which are subject to adjustments with changes in the bank prime rate, or the 
Trust’s short-term borrowing costs. Therefore, the estimated weighted average yield is influenced by the level of the bank prime 
rate which stood at 8.25% at December 31, 1977, compared with 9.25% at December 31, 1976. 


3. $49,219,000 of the total loans carry rights to bonus interest based on profits or rentals. Average yields do not include the bonus 


interest provided for in these loans. 


4. From January 1, 1977, interest income on the non-accrual mortgage loans has been recorded on a cash basis. Revised arrange- 
ments were formally concluded with the borrowers providing for payment of interest at a slightly lower rate than originally com- 
mitted, but subject to minimum monthly payments of $25,000 effective from July 1, 1977. The Trust has the right to require that all 
or any portion of the interest arrears is to be paid if it considers that the borrower is able to do so. As at December 31, 1977 
interest of $469,000 was in arrears. The borrowers have additionally secured the Trust sufficiently so that eventual full repayment 


of all principal and interest is likely. 


TD REALTY INVESTMENTS 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS December 31, 1977 


1. Operating and Accounting 
Policies 

a) The Trust: 
TD Realty Investments is a trust created 
pursuant to a declaration of trust made in 
Toronto, Ontario. Certain related activities 
are carried on by a wholly-owned subsidi- 
ary company whose accounts are Consoli- 
dated in these financial statements. 


b) The Adviser: 

The Toronto-Dominion Bank is under con- 
tract to provide investment and financial 
advice and administrative and accounting 
services to the Trust and its subsidiary. 
Under these contracts, the Bank receives 
a monthly fee not in excess of 1/12 of 1% of 
the value of the investment portfolio and 
amounts committed or guaranteed. The 
fee received is subject to certain limitations 
based on other expenses incurred by the 
Trust, average net assets, net income and 
average invested assets of the Trust. 


c) Financing: 

Under the terms of a financing agreement 
between TDRI Limited and the Trust, TDRI 
Limited has undertaken to limit its business 
to the borrowing of funds and the lending 
of these funds to the Trust on substantially 
similar terms and conditions, when and as 
requested by the Trust. The Trust reim- 
burses TDRI Limited for certain expenses 
incurred in connection with these 
operations. 


d) Allowance for Losses and Reserve 

for Future Losses: 

During 1977, the Trust established an 
allowance for losses on its investment 
portfolio which is provided by charges 
against income. This allowance includes a 
component in respect of possible losses 
on specific investments and a component 
for losses not yet specifically identified. 


As a result of the establishment of 
the allowance for losses on the 
investment portfolio, the Trust has modi- 
fied the policy, adopted in 1976, under 
which a reserve for possible future 
investment losses is being established by 
appropriations from undistributed income. 
It is now intended that a combination of the 
allowance for losses and the reserve for 
future losses aggregating 1.5% of eligible 
assets will be established over the four- 
year period which commenced in 1976. 


To date, no investments of the Trust have 
been written off. 


€)Income Recognition: 
The Trust ceases accruing interest on any 
loan where more than ninety days’ interest 


is in arrears or such lesser period as may 
be deemed appropriate, unless satisfac- 
tory arrangements have been made to pro- 
vide for payment in full of both principal 
and interest. 


f) Income Tax Status: 

The Trust considers that it has conducted 
its affairs so as to qualify as a ‘‘Unit Trust”’ 
and as a ‘Mutual Fund Trust’ under the 
Income Tax Act of Canada. The Trust is 
not taxed on that portion of its taxable 
income which is paid or payable to unithol- 
ders. The Trustees have declared an 
income distribution to unitholders of 
record on December 31, 1977 of all the 
taxable income of the Trust for 1977, less 
amounts already distributed in respect of 
1977. Accordingly, no provision for 
income taxes on the income of the Trust 
has been made in these financial state- 
ments. Income taxes have been provided 
on the taxable income of the subsidiary 
company and are included in other 
expenses. 


2. Floating Rate Senior Note Due 
1980 

The floating rate senior note due 1980 
matures on October 15, 1980, and is subject 
to repayment in whole or in part on January 
15 or July 15 of each year. Interest is payable 
quarterly ata rate adjusted monthly to 0.49% 
below the immediately preceding month-end 
prime rate of The Toronto-Dominion Bank. 
The note also bears additional interest which 
will amortize certain issue and commission 
expenses incurred by TDRI Limited (see Note 
1(c)) and in 1977, $75,000 of additional inter- 
est was paid. At December 31, 1977, the 
unamortized expenses amount to $36,000 
and will be amortized over the remaining esti- 
mated life of the note. 


3. 1972 Participating Subordinated 
Note 

The 1972 participating subordinated note, 
which matures on February 15, 1993, is 
unsecured and by its terms is declared to be 
subordinate, in certain circumstances, to 
future borrowings and guarantees. Interest is 
payable semi-annually at a fixed rate of 
5.51% per annum, plus participating interest 
ata rate of up to 4.5% per annum based upon 
net revenue (excluding gains or losses on 
dispositions) after certain deductions. In cer- 
tain circumstances, the note is subject to pre- 
payment in whole or in part. 


4. Trust Units 

The beneficial interest provided for in the 
Declaration of Trust is divided into trust units 
without par value and the number of trust 
units authorized to be issued is 12,000,000. 


The 1972 debentures of TDRI Limited, total- 
ling $19,110,000 at December 31, 1977, are 
guaranteed by the Trust, and are convertible 
at the option of the holder into trust units on 
the basis of one trust unit for each $25 princi- 
pal amount of debentures. 


Warrants and options exercised during 1977 
resulted in the following increase in number 
of outstanding trust units: 


Trust Units 
Number Amount 

Outstanding as at 

December 31, 

TOKO = aie 2,442,523 $56,919,000 
Issued during 

the year: 

On conversion of 

debentures. . T3720 343,000 


On exercise of 
warrants prior 
to their expiry 
on August 15, 


1 RC Wiel hoes 8 a 38,031 951,000 
Outstanding as at 

December 31, 

IRSIGIA Ss cect ce 2,494,274 $58,213,000 


5. Commitments and Contingent 
Liabilities 

In addition to the commitments disclosed in 

Schedule 1, the Trust is contingently liable as 

follows: 


a) Through its subsidiary as a guarantor of 
the principal and interest of a mortgage 
loan amounting to $1,969,000. 


b) Through its indirect equity interest in 
Toronto Eaton Centre for $4,814,000, rep- 
resenting its 2% share of the estimated 
completed cost of the Centre. 


6. Earnings per Trust Unit 

a) Earnings per trust unit are calculated 
to give effect to the average equity 
employed by the Trust and, accordingly, 
are based on the weighted average num- 
ber of trust units outstanding during the 
year—2,470,719 in 1977 and 2,432,116 in 
1976. 


b) If the debentures referred to in Note 4 had 
been converted as of January 1, 1977, the 
fully diluted 1977 earnings per trust unit 
before appropriations to reserve for future 
losses would have been $2.63. 


7. Lines of Credit 

The Trust has available unused lines of bank 
credit amounting to $50,000,000 at Decem- 
ber 31, 1977. 
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